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UPPER VOLTA 


KEY ECONOMIC INDICATORS 


(figures in millions of U.S. dollars 
unless otherwise noted) 


Change bet. 
INDICATOR 1976 1977 & 1978 4% 


GDP (current prices) 569.6 y +23.2% 
GDP (1974 prices) 7 512.6 527. 


GDP per capita 
(current prices) 92.0 107. 


Population 
(millions) : 6.0 


Consumer Price Index 
(low income) 91.6 T2321. 158.9 
(1975 - 100) 


Food grain Production 
(1,000 US tons) 1,133 882 1,191 1,050est 


Electricity Production 
(million KWH) ae 59.7 70. 


Petroleum Imports 13.0 11.0 if. 
Gov't Budget 77.8 O7.2—- Bai. 
Budget Deficit 


(including invest- -16.9 -2.75 -3.36 
ment expenditures) 


Money Supply 436.7 335.6 L416 +33.1% 


Domestic Credit 
Outstanding 75.9 101.3 151.2 +51.0% 


External Public Debt 
Outstanding 197.0 238.7 257.3 +19.1% 


Disbursed Only 64.8 2.3 i28.5 +26.9% 


* Source: International Monetary Fund 





KEY ECONOMIC INDICATORS 
(figures in millions of U.S. dollars 
unless otherwise noted) 


Change bet. 
INDICATOR 1975 976 1977 1978 1977 & 1978 4% 


Debt Service Ratio 6.1 n&. 6% 6% 0 
Discount Rate 8% 8% 8% 8% 0 


Foreign Assets 72.3 50.3 23.3 -5.8 -125% 


Trade Balance -181.3 -132.5 -171.9 -188.8(est) -10% 


Balance of Payments -9.3 -4.21 -10.1 -35,0(est)-245% 
Exports, FOB 71.7 75.6 85.1 92.8(est)* +6% 
Exports to France 10.5 Ls 3. Sf - nia - 
Exports to U.S. 0.17 O.1 1.34 0.62 ~ 
Imports, CIF 210.3 180.3 226.0 246.0(est)* +6% 
Imports from France 54.5 60.8 91.3 n.a. - 


Imports from U.S. 9.8 10.7 11.8 20. +7 4% 


Sources: West African Central Bank (BCEAO), IBRD, 
IMF. 


Figures converted at the following rates: 


$1 = 214.32 CFA in 1975; $1 =238.98 CFA in 1976; 
$1 = 245.67 CFA in 1977; $1 =225.64 CFA in 1978. 


* National Basic Intelligence Factbook, July, 1979. 





Summary 


As one of the poorest of the poor, Upper Volta faces 
an enormous development challenge. The economy is over- 
whelmingly tied to subsistence agriculture with less than 
1 percent of the population employed in the monetized 
sector. Although poverty is pervasive, due to a combination 
of hard work, government stability and judicious use of 
foreign aid, Upper Volta has kept economic growth ahead of 
the population increase. 


Industrial development is in its early stages in Upper 
Volta. The democratic government led by President Sangoule 
Lamizana encourages free enterprise and government policies 
offer generous incentives to foreign investors. The market 
is small but offers opportunities to U.S. businesses that 
are already established in the Ivory Coast or Senegal. 


The monetary system is based on the West African franc 
(CFA), a currency freely convertible to French francs 
at the fixed rate of 50 CFA - I1FF. 


I. Current Economic Trends 


A. Introduction. 


Upper Volta, a landlocked country slightly larger than 
the State of Colorado, ranks among the poorest countries in 
the world. The great majority of its 6.4 million people eke 
out a meager living through traditional subsistencefarming. 
Annual per capita income was estimated at $117 in 1978. 
Because of its poor soil, sparse rainfall, scarcity of nat- 
ural resources and lack of trained personnel, Upper Volta 
faces an enormous development challenge. Yet in spite of 
these economic limitations, Upper Volta boasts one of Africa's 
most stable governments and one of the continent's rare 
multiparty democracies. 





Upper Volta is a member of the West African Economic 
Community (CEAO) and the broader regional Economic Community 
of West African States(ECOWAS). Both organizations are 
aimed at increasing regional economic : integration, 
lowering tariff barriers, increasing the mubility of labor 
and resources, and expanding the regional markets of the 
member states. 


Together with its Sahelian neighbors, Upper Volta 
suffered a devastating seven year drought from 1967-1974. 
Since 1974, harvests have been irregular but well above 
drought year levels. Thanks to agricultural recovery and 
large inflows of foreign aid, Upper Volta's GDP grew at 
an average yearly rate of 5.8 percent during the post-drought 
period of 1975-1978. 


B. Money, Prices, Employment. 


Upper Volta's money supply has expanded considerably 
in tandem with the post-drought economic upturn. Responding 
to the demand created by skyrocketing energy prices, 
modern industrial projects and crop/marketing liquidity 
requirements, domestic credit more than doubled between 
1975 and 1978. Because of this rapid monetary expansion 
and steep hikes in import prices, domestic prices have 
climbed steadily over the past five years. The World 
Bank estimates that the cost of oe rose by an average _. 
of 14percent annually between 1975 and 1977. Although reliable 
indices are not available, the Consumer Price Index 
indicates that inflation reached 30 percent in 1978. 


Moving to put a lid on rising prices, the government 
has strengthened its price regulation system. Prices are 
regulated for locally produced goods and petroleum imports. 
Profit margins have been set for most other imported goods. 
Although these measures may have dampened inflation some- 
what, their effectiveness has been undercut by price control 
violations and the necessity to raise official prices 
periodically to reflect higher import costs. 





Wages for Upper Volta's approximately 45,000 salaried employees 
have periodically lagged far behind inflation. Upper Volta's active 
labor unions, which can claim the allegiance of 60-70 percent of, 
government workers and 80 percent of private sector employees, will 
work to keep salaries in line with prices. 


C. Government Finance. 


1. Budget. 


The government pegged its 1979 budget at $149 million - 17 percent 
above 1978 levels and nearly double the 1975 budget. The 1979 budget 
calls for large increases in foreign debt servicing, defense spending, 
and operating/personnel: costs. Tax revenues have not kept pace with 
these rising expenditures. Since 1975 the government has had to 
meet the resulting deficits by drawing down its deposits with the 
Central Bank of the West African Monetary Union, through foreign aid, 
and recently, through open market borrowings. 


2. Balance of Payments. 


Earnings from Upper Volta's exports - chiefly cotton, livestock 
and oilseeds - totalled $85.1 million in 1977. This marked a 13 per- 
cent rise over 1976 levels. Remittances from the approximately 600, 
000 Voltan workers in the Ivory Coast (33 percent of Upper Volta's 
adult male labor force) still rank as Upper Volta's top exchange 
earner. Remittances in 1977 added a healthy $40.6 million to the 
Current account. Traditionally these remittances together with French 
pensions to Voltan military veterans ($7.9 million in 1977) covered 
Upper Volta's chronic trade deficit. In recent years, however, 
expanding imports of investment goods and an overall rise in the price 
of all imports has swelled Upper Volta's import bill. Since 1975, 
the government has met the growing deficit with concessionary loans 
and drawing down Central Bank reserves. At the end of 1978, external 
public debt amounted to $306.5 million. Because most loans are ona 
concessionary basis, Upper Volta's debt service ratio is a manage- 
able 6 percent of exports. As foreign borrowings increase, this 
ratio may deteriorate. 


3. Foreign Aid. 


Upper Volta received $157.4 million in Foreign Aid in 1978. 
Most aid is devoted to projects designed to raise food production 
and to improve roads and communications. Major donors are France, 
the Federal Republic of Germany, the IBRD, the Netherlands, the 
European Economic Community Development Fund and the United States. 
In 1979, the United States provided Upper Volta with $8.176 mill- 
ion for various rural development projects and with 36,425 metric tons 
of food aid. 





D. Production. 


in 


Agriculture and Livestock. 


Agriculture accounts for 38percent of Upper Volta's GDP. 
Production of principal cash crops -- cotton and shea 
nuts -- has increased steadily after the drought. Sugar 
cane, recently introduced on a large scale, promises to 
become an important cash crop. Shortfalls in millet and 
sorghum food crop production in recent years have created 
chronic food shortages which have been met through imports 
on a grant basis. The government and donors are focusing 
development efforts to increase food crop production 
through improved agricultural techniques, land reclamation, 
irrigation and resettlement projects. 


Livestock accounts for 6 percent of Upper Volta's gross 
domestic product and provides a livelihood for approx- 
imately 500,000 families. Upper Volta is a major supplier 
of livestock to the Ivory Coast and Ghana, and has 
expanded slaughtering facilities in Ouagadougou and Bobo- 
Dioulasso with the aim of expanding its meat export industry. 


2. Industry and Mining. 


Upper Volta's embryonic manufacturing sector accounts . 
for less than 10 percent of GDP. The few factories are in Bobo- 
Dioulasso, Ouagadougou, Banfora and Koudougou -- the four 
Voltan cities along the railway which links Upper Volta 
with the port of Abidjan. The largest installations are 
a $26 million integrated sugar plantation complex (SOSUHV) 
near Banfora, a textile plant (VOLTEX) at Koudougou, and 
the breweries in Ouagadougou (SOVOBRA) and Bobo-Dioulasso 
(BRAVOLTA). Local industrial firms also manufacture tires, 
plastic goods, bicycles, oils and soaps. With the help of 


‘the United Nations Industrial Development Organization 


(UNIDO), Upper Volta has established an industrial park 
in Ouagadougou. The park has a modern slaughterhouse, a 
beer bottling plant, a plastics factory, and a cookie 
factory. Expansion plans include factories to manufacture 
auto and truck batteries, glassware,. block ice, and 
ready-to-wear clothes. 





Upper Volta's Tambao manganese deposit, located in 
the northeast corner of the country, contains 12 million 
tons of high grade manganese ore. Exploitation will require 
the construction of a 200 mile rail spur from Ouagadougou. 
Investors have undertaken numerous feasibility studies 
over the past decade but have not committed themselves. 
Upper Volta is lining up investors to reopen the Poura 
gold mine located near Boromo -- 112 mi southwest of 
Ouagadougou. Feasibility studies indicate that the mine 
contains 2.15 million tons of gold ore containing an 
estimated 27.7 tons of gold. Approximately four years 
of site preparation will be necessary before mining can 
recommence. 


II. Implications for the United States. 


The value of U.S. exports to Upper Volta was approx- 
imately $21 million in 1978. Major export items included 
heavy machinery, earth satellite components and used 
clothing. 


American firms should seriously consider including 
Upper Volta in their plans to tap the West African market. 
Upper Volta shares a common currency with the Ivory Coast, 
Senegal, Togo, Niger, and Benin, which makes it part of 
a significant regional market. This currency is a stable 
"hard" currency with guaranteed convertibility into French 
francs. Regionally targeted marketing efforts, aimed 
primarily at the Ivory Coast and Senegal ,can produce 
additional sales by including the Voltan market. 


The overall investment climate is excellent. The 
government is stable and democratic. The Voltans have a 
liberal investment code which grants tax and customs 
exemptions (up to 25 years in certain cases), tariff 
protection, minimal foreign currency restrictions, and 
guaranteed arbitration. 


Like many other developing nations, Upper Volta 
pursues a policy designed to increase Voltan control of 
vital domestic business and financial activities. Voltans 
must own at least 51 percent of the stock in large 
enterprises. 


Upper Volta seeks to attract foreign investment and 
expertise for processing plants as part of its economic 
diversification program. The Director of Industrial 
Development keeps a priority list of projects, and is 
glad to discuss specifics with interested firms. Examples 
of projects for which the government is seeking outside 
capital include hotel construction, and factories for 
textiles, enamelware, vegetable oil, and livestock feed. 





New initiatives in agriculture and the exploitation of 
mineral resources will create new opportunities for the 
supplying of goods and know-how. In addition to the Tambao 
manganese deposit and the Poura gold mine, possibilities 
also exist for mining nickel, copper, bauxite, phosphates, 
stibnite, and perhaps uranium. Geologically this is a 
frontier area which has been only superficially explored. 


Upper Volta needs infrastructure development -- 
particularly roads and irrigation systems. Transportation 
costs are high. The country has approximately 404 miles 
of paved roads. The ports that Upper Volta uses -- Tema, 
Lome, and Abidjan -- are all more than 435 miles from 
the capital city Ouagadougou. Dam projects and irrigation 
systems are needed if the country is to meet its number-one 
goal of increased food production. American firms will be 
able to compete for contracts on projects financed by 
non-tied sources, (e.g. World Bank, USAID, WHO, African 
Development Bank). Key areas of concentration will be 
projects related to infrastructure, water resources, 


livestock production, and food processing. Imports that 
will be needed include equipment for earthmoving, road 
building, and mining. Dependability is a key factor in the 
selection process since after-sales repair facilities are 
inadequate in Upper Volta. Opportunities also exist for 
consulting and engineering firms with French-speaking 
personnel. There is also a good possibility that Upper 
Volta will soon be in the market for a Type A earth 
satellite station. 


The market for consumer products is small but expanding. 
The best chances for U.S. firms are in small multiterrain 
trucks, furniture, air conditioners, and used clothing. 


It is valuable to have a Voltan agent or representative. 
Trade literature must be in French, but a local represent- 
ative can produce translation for English materials if 
necessary. 
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